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ROMANIA: KEY ECONOMIC INDICATORS 


Exchange Rates: Official rate Lei 4.47 US$1.00 
Tourist rate Lei 12.00 US$1.00 


1977 1978 1979 1979/79 


Population 

(in thousands, as of Dec. 31) 21,800 21,953 22,135 
National Income (billion US$) a) 36.0 38.7 41.7 
Per Capita National Income (US$) 1,651 1,763 1,855 
Investment (billion US$) 14.4 16.4 Lt se 


Indices (1970=100) 
Industrial Production 232 253 273 
Agricultural Production 159 163 171 
Average Industrial Worker 
Productivity 163 175 186 


Production Trends 

Electrical Power 59,858 64,255 64,905 
(million kWh) 

Coal (thousand tons) 26,778 29 , 263 32,764 

Crude oil (thousand tons) 14,650 13,724 42323 

Methane Gas 28,755 28,973 27,189 
(thousand cubic meters) 

Steel (thousand tons) 11,457 11,779 12,909 


Labor Force (in millions) 10.2 10.3 
in industry 3.3 3.4 
in agriculture 3.5 3.3 


Foreign Trade 
Exports (FOB - million US$) 7,020.8 8,237.4 9,731.5 18.2 
of which to US (million US$) 233~<3 345.6 328.4 -5.3 
Imports (FOB - million US$) 7, 08759 9,087.8: 10,927 2 2054. 
of which from US (million US$) 259.4 317.4 501.2 57.9 


Major Exports to U.S: naphtha and fuel oils, pork and ham, 
footwear, railroad cars and parts, aluminum 
sheets, synthetic rubber, textiles, 
tractors, furniture. 


Major Imports from U.S.: corn, soybeans and soybean meal, cattle 
hides, coal, cotton, data processing 
machinery, hydraulic cranes, wood pulp, 
ditchers and trenchers, pneumatic presses. 


a) - Tourist rate 
b) - Figures are expressed in prices as of January 1 of each 
calendar year. Rates of growth are adjusted to reflect inflation. 


Source: Official published Romanian statistics except for figures on 
U.S.-Romanian trade. 





ROMANIA 


Summary 


Romania enjoyed rapid economic growth throughout the 
decade of the 1970's. The industrial sector registered 
double-digit annual growth until 1978, when growth rates 
dropped below 10 percent. The Romanian Government has 
encouraged rapid economic development by deferring private 
sector consumption and investing more than 30 percent of 
national income, mostly in industrial development. For 
the 1981-85 period, a further slowdown in the rate of 
economic growth is anticipated. National income is 
projected to increase about 7 percent per year, and the 
industrial sector by about 8 percent per year. Though 
lower than targets for the previous decade, this is higher 
growth than that planned for any other state in Eastern 
Europe. A Romanian priority over the next decade is to 
develop coal, hydroelectric and nuclear power resources to 
replace shrinking oil production. 


U.S. trade statistics show that U.S.-Romanian bilateral 
trade reached $830 million in 1979--a 24 percent increase 
over the previous year. U.S. exports grew faster than 
imports from Romania. Agricultural commodities accounted 
for two-thirds of total American exports to Romania in 
1979. On the import side, the largest categories of 


American imports from Romania were in miscellaneous 


manufactured goods (including light industry goods) and 
mineral fuels. 


For the future, energetic and innovative American firms 
should find a market in Romania in many fields, including 
electronics, energy sector technology, the aircraft 
industry, steel, and chemicals. Romania is also 
undertaking an ambitious project to develop nuclear power, 
using the CANDU system and will be purchasing a wide 
range of equipment and technology. Romanian trading 
enterprises are increasingly stressing countertrade 
arrangements in dealing with Western firms. They also 
encourage cooperation projects and joint ventures. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Romania's real growth rate of 6.2 percent in 1979 was the 
lowest recorded in the 1970's. National income growth was 
measured in double digits during 1970-76, falling to 8.6 
percent in 1977 and 7.8 percent in 1978. 


This decline in real annual rates of national income 
growth is a reflection of growing resource restraints as 
Romania attempts to industrialize an agrarian economy by a 
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system of socialist planning. The dramatic shift of the 
labor force during the 1960's and 1970's from the 
agricultural to the industrial sector has succeeded in 
transferring the more skilled workers from the farm to the 
factory, and the quality of the remaining labor pool has 
declined. 


The problem of declining labor can be expected to grow, 
despite the fact that Romania will continue to reinvest an 
extraordinarily high percentage of national income into 
industrial development. Spiraling energy and raw material 
costs will affect adversely Romania's balance of payments, 
and hence its ability to import needed capital goods to 
spur growth. The acute shortage of trained managers will 
continue. Taking these factors, some of which are 
reflections of the troubled world economy, into account, 
it is doubtful that Romania will be able to meet the 
ambitious growth targets of the 1976-80 Five Year Plan. 


In recognition of these constraints of economic growth, 
the Romanian authorities have set 1981-85 Five Year Plan 
(FYP) goals that are significantly lower than the targets 
for the previous FYP. National income is projected to 
grow by about 7 percent annually during 1981-85, compared 
with a target of 11 percent annual growth in 1976-80. It 
is planned that industry will continue to lead the economy 
in rates of growth. The FYP also devotes substantial 
attention to ways of moving toward energy self-sufficiency 
over the next decade. Romania has announced that it plans 
to move from a developing country to medium-developed 
country status by 1985. 


The effect on the economy of the "new economic mechanism," 
announced in 1978 and applied generally in industry in 
1979, is not yet clear. The measures introduced "net" as 
well as gross production as an indicator for planning and 
plan fulfillment. That is, factory managers are judged 
not only on the basis of how much they produce but also 
on quality and usefulness as measured by sales to other 
enterprises. A new law on the formation and distribution 
of profits detailed incentives for workers and enterprises 
to improve quality of production and to increase 
enterprise profitability. Plan documents emphasized that 
the portion of investment to be provided through the State 
budget is to be reduced, with a greater role for credit 
and self-financing by enterprises. The new mechanism is 
to be extended to agriculture beginning in 1980. After 
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one operation of the "new economic mechanism," it would 
@ppear that the aim of the measures is to improve the 
efficiency of the centralized system rather than to alter 
it radically. Price-setting and other key economic 
decisions are still made according to a central command 
model, and no movement toward decentralization of 
Management decision-making appears to be underway. 


Industry 


Industry, the leading sector in the Romanian economy, grew 
at an average annual rate of 13 percent: between 1950 and 
1975. Industry receives the lion's share of investment 
and has first call on high quality labor; even so, and for 
reasons described above, there has been a decline in the 
rate of growth in the industrial sectors. The sectoral 
growth rate fell from double digits in previous years to 9 
percent in 1978, and 8 percent annual growth target in the 
1976-80 FYP. 


Performance in the industrial sector was not symmetrical. 
Construction materials led with a growth rate of 12.8 
percent, followed ' by machinebuilding with 11.7 percent. 
Light industry grew by 8.1 percent, with other subsectors 
trailing. Energy (which Romanians include in their 
industrial sector) and chemicals turned in the most 
disappointing performances. Crude oil production declined 
for the third straight year from 14.7 million metric tons 
in 1976 to 12.3 million metric tons in 1979. Romania's 
annual oil imports now exceed domestic production. Coal 
production increased modestly, despite being assigned 
highest priority by the planning authorities. The 
chemical industry disappointed planners by growing a mere 
1 percent in 1979 as compared with a projected growth of 
some 18 percent. Disruption of oil supplies as well as 
equipment and labor productivity problems contributed to 
this poor showing. If 1981-85 goals are to be approached, 
it is clear that substantial further investment will be 
required to improve production techniques and to conserve 
energy, much of which has to be imported with hard 
currency, or bartered for hard goods. 


Agriculture 


The agricultural sector of the Romanian economy has not 
received high priority by central planners. As a result, 
sectoral growth between 1950 and 1975 has proceeded at a 
modest average annual rate of some 3 percent. This 
average rate does not adequately illustrate the fact that 
the value of agricultural production can fluctuate greatly 
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due to drought, excessive rainfall, inadequate grain 
handling, storage processing, and livestock feeding 
facilities. As a recent example of this, the value of 
agricultural production actually declined by 1.3 percent 
in 1977, grew by 2.4 percent in 1978, but registered a 

5 percent growth in 1979. 


Crop production accounts for about 55 percent of the value 
of Romanian agricultural production and 45 percent is 
accounted for by an expanding livestock sector. The major 
components in overall crop production are grains (corn and 
wheat) and sugar beets. In 1979, 19.3 million tons of 
grain were produced. Wheat production declined 
Significantly in 1979 as compared with 1978, but 
production of corn, the major grain crop, reached a record 
12.4 million tons. Sugar beet production totalled 6.0 
million tons. The 1980 grain target is 26 million tons, 
but it will likely not be reached. The highest level of 
grain production was 19.8 million tons in 1976. Romania's 
livestock inventory expansion program was slowed during 
1979. January 1, 1980 cattle numbers totalled 6.5 million 
head, virtually no change from a year earlier, while swine 
increased 550,000 head to 10.9 million head. Sheep and 
goat numbers totalled 16.2 million head and poultry around 
1 billion. Romania plans further expansion of its 
livestock herds, which could lead to greater imports in 
the feed sector. 


The part of the Romanian labor force occupied in 
agriculture has decreased from some 49 percent in 1970 to 
about 30 percent in 1979. Romanian agriculture has been 
plagued by chronic weaknesses including a growing lack of 
qualified laborers, an aging farm population, lack of 
incentives to produce, and a shortage of equipment and 
fertilizers. The 1981-85 Plan will allocate some 11.5 
percent of total investment to agriculture in the next few 
years. Priority is to be given to modernizing orchards 
and vineyards, to increasing livestock herds and feeding 
efficiency, and to greater mechanization of agriculture. 
An annual agricultural growth rate of 5 percent is 
projected for this period. 


Foreign Trade and Balance of Payments 


Romania's overall trade, which was almost in balance in 
1977, developed sizeable deficits in 1978 and 1979. 
Official Romanian trade figures. show the total value of 
Romanian foreign trade as $20.6 billion in 1979 as compared 
with $17.3 billion in 1978, a growth of 19.1 percent. 
Romania's trade deficit reportedly grew from some $849.6 
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million in 1978 to $1.2 billion in 1979. Disappointing 
production in certain export sectors, particularly in the 
chemical industry, accounts for some part of the gap, but 
much of it is tied to the energy situation. Oil imports 
weigh heavily in the Romanian balance of trade, and the 
energy crisis has had a visible negative effect. Romania 
has been importing some 15-18 million metric tons of 
petroleum in the last couple of years--more than half its 
petroleum needs and plans to import up to 20 million 
metric tons in 1980. It must import this petroleum at 
Spiraling world market prices. 


In recognition of a short-term balance-of-trade problem, 
the growth targets for foreign trade have been reduced 
from 16.6 to 14.8 percent in 1980 and to an average of 
some 9 percent annually over the next 5 years. Exports 
are projected to grow faster than imports to rectify the 
trade deficit. Products of the machinebuilding industry, 
the chemical industry, and light industry are scheduled to 
represent 65 percent of total Romanian exports by 1985. 
There are assured markets for traditional Romanian exports 
of agricultural and meat products, for chemical 
fertilizers and refined petroleum products, and for 
exports such as lumber and furniture. Romanian planners 
recognize that adjustments and technological improvements 
will need to be made in their heavy industry lines to make 
them more competitive and that more emphasis must be given 
to export marketing. 


The Romanian Government's general policy has been to 
develop a range of trade relationships with many countries 
rather than relying on a few trading partners. Romania's 
trade with its CMEA partners, including the Soviet Union, 
which is its single largest trading partner, accounted for 
some 35 percent of its trade in 1979. This was 
considerably less proportionate than the 67 percent this 
trade had represented in 1960, although the absolute 
volume of Romania's trade with its CMEA partners greatly 
increased over this period. Romania's trade with all 
communist countries accounting for approximately 46 percent 
of its trade in 1978, according to official Romanian 
statistics. Romania's membership in the GATT, the IMF, 
and the IBRD has helped spur its trade with noncommunist 
states. Romanian trade with the Industrial West has 
increased to some 36 percent of its overall foreign 

trade. An agreement on industrial products initialed by 
Romania and the EC in March 1980--the first agreement of 
its kind between the EC and a CMEA state~-should stimulate 
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more diversified trade with Western Europe. Trade with 
third world nations has also grown rapidly from some 5 
percent in 1970 to approximately 18 percent in 1978. 
Romanian planners have projected that the share of 


Romania's trade with developing countries will grow to 
some 25 percent by 1985. 


In the past, Romania's external debt has been held to 
quite moderate levels. Net hard currency debt increased 
rapidly in 1977-79 (35 percent increase in 1979) 
reflecting growing deficits in Romania's hard currency 
trade. Romania also incurs deficits in nontrade 
transactions such as transportation and other services and 
interest on foreign borrowings. These have more than 
offset earnings in the tourist sector. Romania has not 
published figures on its external debt, but it has been 
estimated at some $7 billion at the end of 1979. This 
remains a manageable amount, given projected export 
earnings of about $10 billion in 1980. Romania has been 
able to borrow from commercial banks at competitive 
interest rates and also has access to IBRD project loans 
and, as required, to IMF drawings. 


Investment 


A key factor underlying Romania's high rates of economic 
growth has been a massive level of investment in capital 


goods resulting from the Government's ability to restrict 
consumption to levels that are below overall productivity 
increases. Between 1950 and 1975, gross investment 
increased at an average annual rate of 13.1 percent. This 
is a higher growth than the growth in national income and 
has resulted in increased savings rates. Investment as a 
percentage of national income averaged 34.1 percent during 
1971-75 and some 40 percent from 1976 to 1979. For 1980 a 
high rate of investment is to continue with most new 
investment slated for industry (54.4 percent), and 
agriculture (12.2 percent). The Plan directives for 
1981-85 envisage that the savings rate for that period 
will drop back to about 30 percent of national income (net 
material product), still a very respectable figure. 


Standard of Living 


Romanian central planners have been content to defer 
significant consumption increases in the interest of 
Maintaining high growth rates through high levels of 
reinvestment. However, the 1980 plan document does 
include the second stage of a modest salary increase 
for all state workers, which may do a little more than 
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offset the effects of inflation. Whether the average 
Romanian will enjoy a much improved standard of living 
over the coming years is doubtful. Given the declining 
rates of real growth and the strong propensity of state 
planners to maintain a high investment rate, prospects for 
a significant improvement are not bright. The Government 
has announced a scheduled progressive reduction of the 
work week, which is supposed to be reduced from 48 to 44 
hours by 1985. 


PART B -— IMPLICATIONS FOR U.S. FIRMS 


The volume of U.S.-Romanian trade has almost tripled since 
1975. This growth has been spurred by the signing of a 
U.S.-Romanian Trade Agreement in 1975, which accorded 
most-favored-nation (MFN) tariff treatment to Romania and 
facilitated commercial exchanges. The trade agreement was 
renewed in 1978 and must be renewed or negotiated in 

1981. A series of other agreements and protocols in the 
economic field have been signed. In addition, the two 
sides have established the Joint American-Romanian Economic 
Commission, an intergovernmental body, to discuss trade 
issues and the Romanian-U.S. Economic Council to facilitate 
contacts between American firms and Romanian companies. In 
1976, Romania received preferential tariff status from 

the United States under the Generalized System of 
Preferences. The United States has also extended both 
EXimbank loans and commercial agricultural credits or 
insurance to support American exports to Romania. 


U.S.-Romanian two-way trade in 1979 reached almost $830 
million, a 24 percent growth in overall trade. U.S. 
exports accounted for $501 million of that trade and 
Romanian exports for some $329 million. 


Two-way trade has grown dramatically, but it is somewhat 
narrowly based. On the export side, agricultural products 
(including yellow corn, soybeans and soybean meal, cattle 
hides, cotton, and wheat) dominated U.S. exports in 1979, 
with agricultural sales amounting to some two-thirds of 
total U.S. exports to Romania. Other important raw 
material exports included coal, phosphates, and sulfur. 
While agricultural sales more than doubled in 1979 and 
compared with 1978, U.S. exports of manufactured goods to 
Romania declined about 20 percent from their 1978 level. 
Principal American manufactured exports to Romania were 
machine parts, hydraulic cranes and presses, ditchers and 
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trenchers, and parts of automatic data processing 
machines. Construction equipment and the computer-related 
products replaced metallurgical machinery and equipment as 
the most important American manufactured exports to 
Romania. 


American imports from Romania in 1979 declined 
approximately 5 percent in value to $329.4 million. 
Naphtha remained the single largest import, but oil 
products decreased in importance from 27 percent of all 
U.S. imports from Romania in 1978 to 16 percent in 1979. 
The decrease in value of oil product shipments accounted 
for much of the drop in U.S. imports from Romania. 
Imports of most light industry products (such as footwear, 
carpets, and furniture) grew only moderately in 1979 and 
imports of clothing dropped off sharply. In agricultural 
imports, canned ham remains the leading U.S. import from 
Romania. Other principal imports included railroad cars, 
tractors, steel plate, and ball bearings. 


As a result of Romania's foreign trade growth and its 
growing hard currency deficit, Romanian economic 
enterprises have put an increasing emphasis on 
countertrade arrangements in dealing with Western firms. 
Romania seeks to balance its trade by country and by 
sector of the economy by negotiating these buyback 
arrangements in almost every sector except in the import 
of agricultural and other raw material staples. Among 
Eastern European states, Romania reportedly receives the 
highest average of countertrade on its deals. The 
Romanians consider this "parailel," as they call counter- 
trade, an important and efficient tool in their trade 
with the.West. 


Romania also emphasizes cooperation projects between 
Western firms and Romanian organizations, covering the 
spectrum from licensing arrangements to equity joint 
ventures and cooperation projects in third markets. 


The problems most frequently cited by U.S. firms doing 
business in Romania are countertrade demands, the 
comparatively sparse marketing data for Romania, and the 
slow, costly contract negotiations. The process of 
putting together a contract, which involves separate 
discussions on the technical, pricing, and countertrade 
aspects before final negotiations can last one or more 
years and may cost up to 10 times the amount it would in 
the West. On the U.S. side, American firms also have 
mentioned difficulties in obtaining low-cost financing the 
Romanians seek and have raised the issue of long delays 
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and hindrance caused by U.S. export controls on the sale 
of more sophisticated equipment and technology. In spite 
of these obstacles, American exporters and importers have 
found the Romanian market a profitable one. 


Prospects for U.S. Exports 


Energetic and innovative American firms should find a 
market in Romania for a wide range of exports. 
Electronics, energy sector technology, the aircraft 
industry, steel, chemicals, nuclear power, office 
machinery, and machinery are among those U.S. exports in 
greatest demand. 


Romania is also interested in joint ventures with U.S. 
firms in the United States or third country marketing, or 
for joint production in Romania. Control Data 
Corporation's joint venture in the computer field 
(ROM-CDC) has been quite successful, and the Romanians are 
looking actively for other such possibilities. 


American firms interested in doing business with Romania 
should be aware of the many opportunities offered by 
programs of the Foreign Commercial Service abroad and the 
U.S. Department of Commerce in Washington. For example, 
two technical trade seminars are tentatively planned for 
the second half of this year. And the Bucharest Fall 
Trade Fair in October 1980 has already attracted the 
interest of more than 20 U.S. firms. Interested firms 
should contact Mr. Paul Bergman, Commercial Attache, 
American Embassy Bucharest, APO New York, or Mr. Jay 
Burgess, Senior Romanian Desk Officer, Office of East-West 


Country Affairs, International Trade Administration, U.S. 
Department of Commerce, Washington, D.C. 20230. 


% U. S., GOVERNMENT PRINTING OFFICE : 1981—341-007/355 
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